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XTO  REV  PROD  88  (7-69)  PAID  UP  {04fl7»7)B 

OIL,  GAS  AND  MINERAL  LEASE 

THIS  AGREEMENT  made  this  15th  day  of  May  .  2008,  between  Kenneth  G.  Smith  and  Linda  E  Smith,  husband  and  wife,  Lessor 
(whether  one  or  more),  whose  address  Is:  5824  Storm  Drive,  Watauga,  TX  76148-2636,  and  XTO  Energy  Inc.,  whose  address  is:  81 0  Houston  St., 
Fort  Worth,  Texas  76102,  Lessee,  WITNESSETH: 

1  Lessor,  in  consideration  of  ten  dollars  and  other  valuable  consideration,  receipt  of  which  is  hereby  acknowledged,  and  of  the  covenants  and 
agreements  oi  Lessee  hereinafter  contained,  does  hereby  grant,  lease  and,  let  unto  Lessee  the  land  covered hereby Tor  the  purposes  and  witti  the 
exclusive  right  of  exploring,  drilling,  mining  and  operating  for,  producing  and  owning  oil,  gas,  sulphur  and  all  other  minerals  (whether  or  not  simrtar  to 
those  mentioned),  together  withlhe  righl  to  make  surveys  on  said  rand,  lay  pipe  lines,  estaNish  and  utilize  facilities  for  surface  or  subsurface 
disposal  of  salt  water,  construct  roads  and  bridges,  dig  canals,  build  tanks,  power  stations,  telephone  lines,,  employee  houses  and  other  structures 
on  said  land,  necessary  or  useful  in  Lessee's  operations  in  exploring,  drilling  for,  producing,  treating,  storing  and  transporting  minerals  prcxluced 
from  the  land  covered  hereby  or  any  other  land  adjacent  thereto.  TheTand  covered  hereby.Tierem  called  said  land,  is  located  in  the  County  of 
Tarrant,  State  of  Texas,  ana  is  described  as  follows: 

0.222  acres,  more  or  less,  out  of  the  S.  Drew  Survey,  Abstract  No.  419  and  being  Lot  25,  Block  19,  of  the  Greenfield  Village  Addition, .an 
Addition  to  the  City  of  Watauga,  Tarrant  County,  Texas, according  to  the plat  thereof  recorded  in  Volume  388-1 3 4,  Pases  48,Plat  Rec *>rds, 
Tarrant  County,  Texas  and  being  those  same  lands  particularly  described  in  a  Warranty  peed  dated  February  15,  2W1,  from  BartleyK. 
Barnett  and  Toiiya  L.  Barnett,  to  Kenneth  G.  Smith  and  Linda  E.  Smith,  husband  and  wife,  recorded  thereof  In  Volume  14735,  Page  464, 
Deed  Records,  Tarrant  County,  Texas  and  amendments  thereof.  Including  streets,  easements  and  alleyways  adjacent  thereto,  and  any 
riparian  rights. 

This  is  a  non-development  Oil,  Gas  and  Mineral  Lease,  whereby  Lessee,  its  successors  or  assigns,  shall  not  conduct  any  operations,  as  defined 
herein,  on  the  surface  of  said  lands.  However,  Lessee  shall  have  the  right  to  pool  or  unitize  said  lands,  or  part  thereof,  with  other  lands  to  comprise 
an  oil  ind/or  gas  development  unit  It  is  the  intention  of  Lessor  to  allow  Lessee  to  explore  for  oil  and/or  gas  without  using  the  surface  of  Lessor  s 
land  for  any  operations.  This  clause  shall  take  precedence  over  any  references  to  surface  operations  contained  within  the  preprinted  portion  ot  this 
lease. 

This  lease  also  covers  and  includes,  in  addition  to  that  above  described,  all  land,  if  any,  contiguous  or  adjacent  to  or  adjoining  the  land  above 
described  and  (a)  owned  or  claimed  by  Lessor  by  fimitation,  prescription,  possession,  reversion,  after-acquired  title  or  unrecorded  insfrument  or  (b) 
asto  which  Lessor  has  a  preference  right  of  acquisition.  Lessor  agrees  ^execute  anv  s^emental  instrument  requested I  by  Lessee '  for  a  rnoe 
complete  or  accurate  description  of  saidTand.  For  the  purpose  of  determining  the  amount  ofany  bonus  or  other  payment  hereunder  saidbndsha" 
be  deemed  to  contain  0,f22  acres,  whether  actually  containing  more  crTess,  ana"  the  above  recital  of  acreage  in  any  tract  stall  be  deemed  to 
be  the  true  acreage  thereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rights  and  options  hereunder. 

2.  Unless  sooner  terminated  or  longer  kept  in  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force ^fora  term  of  ^years 
from  the  date  hereof,  hereinafter  called  primary  term:  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted  upon  said  land 
with  no  cessation  for  more  than  ninety  (90)  consecutive  days. 

3  As  royalty,  Lessee  covenants  and  agrees:  (a)  To  deliver  to  the  credit  of  Lessor,  in  frie  pipe  line  to  which  Lessee  may  connect  its  wefjs^ the 
equal  25^oart  of  all  oil  produced  and  saved  by  lessee  from  said  land,  or  from  timetotima  atthe  optic^Lessee  to  pa^es^rthe  average 
posteJrr^etprice  of  such  25%  part  of  such  oil  at  the  wells  as  of  the  day  it  is  run  to  the  pfoe  line  or  ^i&knte  Lessor's 'J^^^^er 
caseito  bear  of  the  cosTonreating  oil  to  render  It  marketable  pipe  line  oil;  b)  To  pay  Lessor  on  gas  and  caarrahead  pasproducedfrom 
saW  and  (1 }  wfiensbld  by  Lessee  25%  of  the  amount  realized  by  Lessee,  computed  at  the  mouth  of^  well  or  (2J^fn^  by  L^ee« 
said  land  or  n  the  manufacture  of  gasoliMe or  other  products,  the  market  value,  at  the  mouth  of  the  w^of^%ofsuch  flas  and  caarj^dras^ 
te)  To  pay  Lessor  on  all  othem^ 

L^seeVelecdon,  except  that  on  sulphur  mined  and  marketed  the  royafty  shall  be  one  doHar  ($1.00)  per  ^^^J^JS^^Jt^ 
primary  term  or  at  anytime  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  land  or  anyportron toereo £as  been 
poole?  capable  of  producing  oil  or  gas.  and  all  such  wells  are  shut-in,  this  tease  s*all,  nevertheless,  continue nn  foroeas ^tfwugh  operators 
were  being inducted  on  said  land  for  so  long  as  said  wells  are  shut-in,  and  thereafter  this  lease  may  be  continued  In  forjceasif  noshuWn had 
oSurnS  LeVsee  covenants  and  agrees  to  use  reasonable  diligence  to  produce  utilize  or  market  the  minerals  «^«e  ^^ng^uc^  fi^n 
said  wefts,  but  in  the  exercise  of  such  dfligence,  Lessee  shall  nofbe  obligated  to  install  cr Jurrtsh feaDties  other  ^l^t^?"™n^fee 
facilities  of  flow  lines,  separator,  and  lease  tank,  and  shal  not  be  required  to  settlejabor  trouble  or  to  market  riS  ^nd 

Lessee.  If,  at  any  timeortimes  after  the  expiration  of  the  primary  term,  all  such  wells  are  shut-in  for  a  P^Gf  m^cmse^ve  days ^ and 
durinTsuch  time  there  are  no  operations  on  said  land,  then  at  or  before  the  expiration  of  said  ninety  day  pfnod.  Lessee  shall ^pay or  t^derjw 
Sa  draft  of  Lessee,  as  royalty,  a  sum  equal  to  one  dollar  ($1 .00  for  each  acre  of  land  then  covered  hereby  Lessee  sha^  n^ake^e  pa 
offenders at  or  before  the  end  of  each  amiversary  of  the  expiration  of  said  ninety  day  penod  if  upon  such  an«versary  .Ws  lease  s  rjeing 
continuedin  force  solely  by  reason  of  tiwprovisions  of  this  paragraph.  Each  such ^payment  or  tender shaj^  made  t£ "^parties  vAo atthe ^rne 
of  payment  would  be  entitled  to  receive  the  royalties  which  woJd  be  paid  under  this  lease  rf  the  wells  v^P^udng, and  "^a^dePJ^djn 
such  tank  as  directed  by  Lessor,  or  its  successors,  which  shall  continue  as  the  depositories,  regardless  of  changes  J^^^^n?  ofshut-in 
royalty.  If  at  any  time  thai  Lessee  pays  or  tenders  shut-in  royalty,  two  or  more  parties  are  or  clajm  to  be,  enUtledTo  receive  same.  Lessee  ma* 
inleu  of  any  ofter  method  of  payment  herein  provided,  pay  or  tender  such  shut-in  royalty,  in  the  manner  above  specified,  ether  £intiytosuch 
parties  or  separately  to  each  in  accordance  with  their  respective  cwiersrtps  thereof,  as  Lessee  may  elect.  Any  payment  hereunderm^^made 
by  check  oVdraft  of  Lessee  deposited  in  the  mail  or  delivered  to  the  party  entitled  to  receive  payment  or  to  a  deposifofy  bank  provided  fw  above  on 
or  before  the  last  date  for  payment  Nothing  herein  shall  impair  Lessee's  right  to  release  as  pnovWed  m  paragraph^! hereof  In  the  event  of 
a^nment  of  this  lease  in  whole  or  in  part,  liability  for  payment  hereunder  shall  rest  exclusively  on  the  then  owner  or  owners  of  this  lease,  severally 
as  to  acreage  owned  by  each. 

4.  Lessee  is  hereby  granted  the  right,  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other land  covered I  bythis  lease, 
and/or  with  any  other  lancl,  lease,  or  leases,  as  to  any  or  all  minerals  or  horizons,  so  as  to  establish  units  contawngnot  more  than80^rfaceacres 
plus  10%  acreage  tolerare^prcwided,  however,  unite  may  be  established  as  to  any  one  or  more  honzons,  or  easting  units  may  be  enlarged  ^  to 
aTyorecrm^ 

(1 )  gas,  other  than  casingnead  gas,  (2)  liquid  hydrocarbons  condensa e)  which  are  not  Iiqui3s jn  the  subsurface  r^™'(^$*a%Pr^*& 
from  wells  classified  as  gas  wefls  by  the  conservation  agency  having  junsdiction.  If  larger  units  than  ariyofttrose herem  Pern^^foerat jtie 
time  established,  or  afterenlargement,  are  permitted  or  required  under  any  gwernrnental  rule  or  order  for  the  dnthng  or  operation icf  a '  weflat a 
^aVlocation.  or  for  obtainingmaximum  alowable  from Tany  well  to  be  drifted,  drilling,  pr  already  drilled,  any  such  unit  may  be^teMshed  or 
enferged  to  conform  to  the  size  permitted  or  required  by  such  governmental  order  or  Me.  Lessee  sfc.ll  exercise  said  ophpr i  asto  each i  d*sred kwt 
by  exerting  an  instrument  identifying  such  unit  and  fifing  it  for  record  in  the  pubfic  office  in  which  thislease  is  ra»rded.  Such  unit ^hall I  become 
effective  as  of  the  date  provided  for  in  said  instrument  or  Instruments  but  if  said  Bistrument  or  instruments  make  r»  such  pnwaon,  [hen  such  unit 
shall  become  effective  on  the  date  such  instrument  or  instruments  are  so  filed  of  record.  Each  of  said I  options  maybej^sed  by  Lessee  at  any 
time  and  from  time  to  time  while  this  lease  is  in  force,  and  whether  before  or  after  op^erations  c^rodu^  has  W  e^bhshed either jgisad 
land  or  on  the  portion  of  said  land  included  in  the  unit  or  on  other  larxl  unitized  therewrth.  A  ui^  esteW 

for  a\\  rxirposesof  this  lease  even  though  there  may  be  mineral,  royalty,  or  leasehold  interests  in  lands  within  the  unit  ^'charerwt  f^ct^ 
pooledor  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land  shall  be  considered,  for .all  purposes,  e)^^p^entof 
royalty,  operations  conducted  upon  said  land  under  this  fease.  There  shall  bealocated  to  the  land  covered  by  this .[ease i  withim ^cIt^  unl  (or 
to  each  separate  tract  within  fhe  unit  if  this  lease  covers  separate  tracts  within  Ifte  unit)  that  proportion  of  the  total  production  of  unitized 
minerals  from  the  unit,  after  deducting  any  used  in  lease  or  unit  ooerabons,  which  the  number  of  ^&^™s^tort(w&<h^ 
separate  tract)  covered  by  this  lease  wHNn  the  unit  bears  to  the  total  number  of  surface  acres  in  the  unit,  and  the  PT^^n^locatedshaHl be 
considered  for  all  purposes,  including  payment  or  delivery  of  royalty,  overriding  royalty  and  any  other  pa^entsout  of  PfoductioMo  be  the  entire 
production  of  ur^zedrnirwals  fromlie  fend  to  which  allocatecfin  flSe  same  manner  as  though  produced  therefrom  under  l^^fof  ^islease 
The  owner  of  the  reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees  that  ffw  accrual  of  royalhes  P^nt  tir ^ s ^  Paragraph  or  of 
shU-in  royalties  from  a  well  on  the  unit  shal  satisfy  any  limitation  of  term  requiring  production  of  oil  or  gas.  ^J^^^^l^.^^^. 
which  includes  land  not  covered  by  this  lease  shall  not  have  the  effect  of  exchanging  or  transferring,  anyirterest  under  thfe  lease  (^c^irw^thout 
limitation,  any  shut-in  royalty  which  may  become  payable  under  this  lease)  between  parties  owning  interests  in  land  covered  by Jhis Jeaseand 
partesowning  interests  in  land  not  covered  by  thislease.  Neither  shall  it  impair  the  right- of  Lessee  to  retease  as  provided  in  paragraph 5  r»eo^ 
except  that  Lessee  may  not  so  release  as  tolands  within  a  unit  while  there  areoperabons  thereon  for  mj^i^^^fJ^^i^,^ 
areSeased  as  to  Iar3s  wfthin  the  unit  At  any  time  while  this  lease  is  in  force  Lessee  may  dissolve  any  unit  established  hereunc^y  fihna  for 
record  in  the  public  office  where  this  lease  is  recorded  a  declaration  to  that  effect,  if  at  that  tme  there  is  no  unitized  minerals  bang ^produc^ Ifrom 
such  unit.  Any  unit  formed  may  be  amended,  re-formed,  reduced  or  enlaraed  by  Lessee  at  tedectton  at  anytime  and  ft^1^®  to^f  ^ft^  he 
original  formihg  thereof  by  filing  an  appropriate  instrument  of  record  in  the  public  office  in  which  the  pooled acreage js '^^^bje^tothe 
provisions  of  t^s  paragraph  4,  a  unit  orvce  estabBshed  hereunder  shall  remain  in  force  so  long  as  any  lease  subject  shall  rem^n  in  force  Jf 
this  lease  now  or  nerelfteT  covers  separate  tracts,  no  pooling  or  unitization  of  royalty  Interests  as  between  any  such  separate (tracts  fended 
or  shall  be  implied  or  result  merely  from  the  inclusion  of  such  separate  tracts  withfo  this  lease  but  Lesseeshall  nevwtheless  hayethe .nont  to 
pool  or  unitize  as  provided  in  this  paragraph  4  with  consequent  allocation  of  production  as  herein  provided.  As  used  in  this  paragraph  4,  the 


SJSf^r  .^Sffl'SflS  l^m£Ply  from  ^  '^iSton  <rf  sucn  separate,  tracts  within  this  lease  but  Lessee  shall  nevertheless  have  the  right  to 
pool  or  unitize  as  provided  in  this  paragraph  4  with  consequent  a  location  of  production  as  herein  provided  As  used  in Tthis ;  Daraaraoh 4  the 

r.*«  yt^-APtSf  m^me  and  i™™  time  to  time  execute  and  deliver  to  Lessor  or  file  for  record  a  release  or  releases  of  this  lease  as  to  any 
part  or  all  of  said  land  or  of  any  mineral  or  horizon  thereunder,  and  thereby  be  relieved  of  all  obligations,  as  to  the  released  acrea^  irrterest 

Vytinever  u^  **.  ^ase  ^  wprt [."operations"  shall  mean  operations  for  and/or  any  of  the  following:  preparing  the  drillsite  location 
fo^Tn3;^  reworking,  recompleting,  deepening,  sidetracking,  plugging  back  cr  repaTring  of  a  well  n^arch 

whether  or  nS?  inlaying iquan&ies  9       P    °r       minerals-  excavating  a  mine,  production  of  oil,  gas,  sulphur  or  other  mineral, 

™i  Lesf5£?ni!1  "V*  tiie  use,  from  royalty,  of  water,  other  than  from  Lessor's  water  wells,  and  of  oil  and  gas  produced  from  said  land  in  all 
SKS^SJ^^e^L^hshuaiha^  ?e  n9ht  fianytimeAq  remove  all  machinery  and  fixtures  placed  on  safd  land,  irxdudinifJrignt  to  draw 
^iSSSE^S&I?  t&dnDed  nearer  than^OO  feet  to  the  house  or  barn  now  on  said  land  without  the  consent  of  the  Lessor.  Lessee 

shall  pay  for  damages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land. 

,™  JLI!le  SSKi^^SSr £f  **?L&  tereto  may  be  assigned  from  time  to  time  in  whole  or  in  part  and  as  to  any  mineral  or  horizon.  All  of  the 
ShSSSLSSS^'  aMj  considerations  of  this  tease  shairextend  to  and  be  binding  upon  the  parties  hereto,  their  heirs,  successors,  assigns, 

and  SUCCESS  Ve aS£Kins  Ma  rhanno nr  Hnncinn  in  the  /-an/r-iorchirs  rif  ooiH  '  in  'e  L^TZZZZ       r!SrJf .  j' 


and  successive  assigns.  No  change  or  division  in  the  ownership  of  said  land,  royalties,  or  other  moneys,  or  any 'part  thereof  howsoever  effected' 
is  or  diminish  the  nghts  of  Lessee,  including,  but  notlimited  to.  the  location  and  drilling  of  wells  and  the  measurement 


^f^ll^^f  tt^^^£oni  °'  U"""!!S!., ""»'«"«* Ul  "-(Mraeejnauaing,  out  not  iimnea  to.  trie  location  and  dniiing  of  wells  and  the  measurement 
ot  production.  Notwithstanding  any  other  actual  or  constructive  knowledge  or  notice  thereof  of  or  to  Lessee,  its  successors  or  assians  no 
£j38£  SH^ul^te  ^^"'P  of  **i  and  or  of  tt?e  royalties  or  other  moneys,  or  the  right  to  receive  the  same,  howsoever  effected,  shall 
be  binding  upon  the  then  record  owner  of  tins  lease  until  sixty  (60)  days  after  there  has  been  furnished  to  such  record  owner  at  his  or  its  principal 
Pgceof  business  by  Lessor  or  Lessor's  heirs,  successors,  or  assigns,  notice  of  such  change  or  division,  supported  by  either  originals  or  duly 
certified  copies  of  the  instruments  which  have  been  properly  filed  tor  record  and  which  evidence  such  change  or  division,  and  of  such  court 
records  and  proceedings, transenpts,  or  other  documents  as  shall  be  necessary  in  the  opinion  of  such  recordowner  to  establish  the  validity  of 
such  change  or  division.  If  any  such  change  in  ownership  occurs  by  reason  of  the  death  of  the  owner,  Lessee  may,  nevertheless  oav  or  tender 
such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above. 

9.  In  the  event  Lessor  considers  that  Lessee  has  not  complied  with  all  its  obligations  hereunder,  both  express  and  implied.  Lessor  shall  notify 
Lessee  in  writing .setting  put  specifically  in  what  respects  Lessee  has  breached  this  contract.  Lessee  shall  then  have  sixty  (60)  days  after  receipt 
of  said  notice swiihip  which  to  meet  or  commence  to  meet  all  or  any  part  of  the  breaches  alleged  by  Lessor.  The  service  of  said  notice  shall  be 


canceled  for  any  pause,  it  shall  nevertheless  remain  in  force  and  effect  as  to  (1 )  sufficient  acreage  around  each  wef  as  to  which  there  are  operations 
to  constitute  a  drilling  or  maximum  allowable  unit  under  applicable  governmental  regulations,  (but  in  no  event  less  that  forty  acres),  such  acreage 
to  be  designated  by  Lessee  as  nearly  as  practicable  in  the  form  or  a  square  centered  at  the  well,  or  in  such  shape  as  then  existing  spacing  rules 
require;  and  (2)  any  part  of  said  land  included  m  a  pooled  unit  on  which  there  are  operations.  Lessee  shall  also  have  such  easements  on  said  land 
as  are  necessary  to  operations  on  the  acreage  so  retained  and  shall  not  be  required  to  move  or  remove  any  existing  surface  facilities  necessary 
or  convenient  for  current  operations.  3 

10.  Lessor  hereby  warrants  and  agrees  to  defend  title  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  rights  and 
interests  hereunder  shall  be  charged  primarily  with  any  mortgages,  taxes  or  other  liens,  or  interest  and  other  charges  on  said  land,  but  Lessor 
agrees  ttiat  Lessee  shall  have  the  right  at  any  time  to  pay  or  reduce  same  for  Lessor,  either  before  or  after  maturity,  and  be  subrogated  to  the 
nghte  of  the  holder  thereof  and  to  deduct  amounts  so  paid  from  royalties  or  other  payments  payable  or  which  may  become  payable  to  Lessor 
and/or  assigns  under  the  lease.  If  this  lease  covers  a  less  interest  in  the  oil,  gas,  sulphur,  or  other  minerals  in  all  or  any  part  of  said  land  than  the 
entire  and  undivided  fee  simple  estate  (whether  Lessor's  interest  is  herein  specified  or  not),  or  no  interest  therein,  then  the  royalties  and  other 
moneys  accruing  from  any  part  as  to  which  this  lease  covers  less  than  such  full  interest  shall  be  paid  only  in  the  proportion  which  the  interest 
therein,  if  any,  covered  by  this  lease,  bears  to  the  whole  and  undivided  fee  simple  estate  therein.  All  royalty  interest  covered  by  this  lease  (whether 
or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  This  lease  shall  be  binding  upon  each  party  who  executes  it  without 
regard  to  whether  it  is  executed  by  all  those  named  herein  as  Lessor. 

1 1 .  If,  whilethis  lease  is  in  force,  at,  or  after  the  expiration  of  the  primary  term  hereof,  it  is  not  being  continued  in  force  by  reason  of  the  shut-in 
well  provisions  of  paragraph  3  hereof,  and  Lessee  is  not  conducting  operations  on  said  land  by  reason  of  (1)  any  law,  order,  rule  or  regulation, 
(whether  or  not  subsequently  determined  to  be  invalid)  or  (2)  any  other  cause,  whether  similar  or  dissimilar,  (except  financial)  beyond  the 
reasonable,  control  of  Lessee,  the  pnmary  term  hereof  shall  be  extended  until  the  first  anniversary  date  hereof  occurring  ninety  (90)  or  more 
days  following  the  removal  of  such  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not  occurred. 

,    •  1S;  L£ssor  agrees  that  this  lease  covers  and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  weB(s)  and/or  weUbore(s)  on  said 
land,  other  than  existing  water  wells,  and  for  all  purposes  of  this  lease  the  re-entry  and  use  by  Lessee  of  any  existing  well  and/or  wellbore  shall  be 
deemed  the  same  as  the  drilling  of  a  new  well. 

13.  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
giving  notice  to  Lessor,  a  wen  which  has  been  drilled  and  Lessee  intends  to  frac  snail  be  deemed  a  well  capable  of  producing  in  paving 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed. 

,14.  As  a  result  of  land  development  in  the  vicinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
restnctions  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may  be  limited 
and  Lessee  may  encounter  difficulty  securing  surface  location(s)  for  drilling,  reworking  or  other  operations.  Therefore,  since  drilling, 
reworking  or  other  operations  are  either  restneted  or  not  allowed  on  said  land  or  other  leases  in  the  vicinity,  it  is  agreed  that  any  sucn 
operations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance  with  this  lease 
provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking,  producing  or  other  operations 
under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  on  said  land.  Nothing 
contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease 
except  as  expressly  stated. 

1 5.  The  consideration  paid  for  this  lease  shall  also  constitute  consideration  for  an  option  to  the  Lessee,  its  successors  and  assigns 
to  extend  the  initial  three  (3)  year  primary  term  for  a  second  two  (2)  year  term.  This  option  may  be  exercised  anytime  during  the  initial 
pnmary  term  by  delivery  of  payment  of  an  additional  bonus  of  S  TO  .000. 00  per  net  mineral  acre.  The  bonus  payment  shall  constitute 
notice  to  Lessor  of  exercise  of  the  option.  In  the  event  Lessee  elects  to  exercise  this  option  and  makes  the  bonus  payment  provided  for 
above,  then  all  terms  of  this  lease  shall  remain  in  full  force  and  effect  as  if  the  original  primary  term  was  five  (5)  years. 

IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


LESSOR 


Kenneth  G.  Smith 


Linda  E  Smith 


BY: 


STATE  OF  I 


}ss. 


(ACKNOWLEDGMENT  FOR  INDIVIDUAL ) 


COUNTY  OF    I  OiCz-ctn  V"  j 

This  instalment  was  acknowledged  before  me  on  the    I  5  day  of    A*  ^-V       20  by  Kenneth  G.  Smith  and  Linda  E.  Smith. 

husband  and  wife.  .  s 

Notary  Puolic  ' 

iTfcofs  A(f tanker 


s  TRAVIS  DANIEL  ALEXANDER 

ra£A_3?\  Notary  Public,  State  of  Texas 
iv.      .%J     My  Commission  Expires 

W  April  04,  2012. 


Signature . 


